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1 Conclusions ' : , . ; ~,,f R ‘f{ﬁfi§f
; 1. The meeting noted that the minutes of the meeting of
B January 10 had been approved as amended..
k 2, The IRG/EUR agreed that Part IV, C, "Preferred . s° L
o ‘ generally L-e In substance: T e
o Position,? of the papex wag/acceptable/to the members but tnaLj;;;}5f-ag
| ; it should be redrafted to reflect certain clarifications wﬁicn*jt?5
P were. developed during the -course of the meeting. ,Tne reuraxu(ﬁff;f-:m%
7;‘ }would be circulated for approval prior to sending che payﬁf taﬁ,f§~;.
Lhe SIG with the requeec for approval of t:he cnurse of ae ics
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- Discussion 2 c .
o Mr. Cheslaw explained the reason for considering this papers_‘ o

'{ noting ‘that we must make up our minds whether to continue this .

b ‘.

airangement beyond the present cut-off date of 1969 during the 'i' 9'-;k‘§

l.lci coarse " of the present yeara He also noted dnat the British havetﬁél'fl b
l;‘.i ' put in a request for submarine fuel which Would be delivered -‘liel;ing
';'%' : after Lhe termination date. Our response to this request willh'isz ;% ;
% | | depend on our basic stance toward the U. K. ‘on nuclear matte1333 f;.v.%' l
e indicating B
i Mt . Chcslaw cited statements by Defense Minister Healy/that i:hel ; }E u
bé' U.Kljvis determined to retain its nuclear capability.' It'is'infﬁgap;f% ;
.éh]fi’; U.S. 'interest to assist them in this course. | | di’ ,?
TR - S oo
;é; The Chairman stated that we have three possibilities' Lwé{;ﬁgggﬁjéi ﬁ
);;; can urge the British to expand their nuclear capability, we -can aﬁ:j2s¥ :
;%“ attempt to force them out of the nuclear business* or we can’ '=J§zw:ygf é
};i proceed to cooperate with ‘the British, letting them set theii “; }':}t f
‘gl own pace either to wind-down or to up grade their capability. e "éi .
iv Mr. Halperin and Mr. Keeny both noted that the paper callcd s ?
é‘ for us to- help the U.K. maintain their nuclear capability in-;tf,}wf?i
4:{p - "as near first rate condition as possible.'' Was ic our intention'égtéé"g

major -
to assist the British in undertaking a/modernization which would

introduce then to the most advanced state of the art? Dr. Latsen S,

emarked that i1 the U, K. merely intended to keep its preSent ';{y,;,‘j

nucleer force alive: for prestige purposes, the U.S¢ would haVa a i

R

passive role merely assisting them on: request. On the ether~nsm '*. ;‘ i
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;é%; if the U. K. wanted to improve its capability we would face the ﬁilli %d
E¥LE | question of deciding whether to give them information which ? E
i; t' would involve inportant security con51derations.' g ;%
E': Mr. Leddy pointed out that the intent of this paper was -‘or;",‘g £
%QE; - to provide general policy guidance for U. S officials and that':; ;__%if
é.‘ it was not intended to spell out in detail: what should be j. fiz' E%;
}% ; provided to the British in specific cases.‘ He concurred in H": :_f_wgq
_% E‘ Commlssioner Tape's comment that the intent is to leave the"l*i: ﬁ,?g,
J initiative with the British. R
ié ia - Mr. Van Doren c0mmented that everyonelwas agreed thatAf iit:.f:g}
S I RS
'E.;X the agreement should be renewed since it provided a frameworkf L '?ff
:f -é{ undér which specific programs could be dealt with on a caseetig%ﬂA‘{ é
iiie by-ease basis. _f- ‘ 5~' ”_ | '::l:géjf,r&;i
; }2“. :.The DCD.position' as outlined by Dr.fLarsen' was that we 15f¥7}*”f
1:%% ' ohould be prepared to. assist at the present level or contribute ‘ ‘dﬁ%;
'?il to a significant improvement of the U.K. capability provided -fiifi;;
.ﬂ;. we retained ‘the right to determine our contributions strictly‘ ,: %
K] . : 4
}1 on a case-by-case basis..*The Chairman agreed that this waq '
;% clearly Lhe intent of the paper and said that the IRG appearcd | | ;
;! to pe in'agreement that,(a) we were prepared to.respond no o f
; Brrtish requests; which in turn would depend on what ‘the’ Britisa
}é themselves were prepared to put into their program, (b) the YT
1i%‘ _ U. S. response would be subJect to fundmental security considefationep
T ‘ . . o , ,‘- A S .‘.,.,1.
| T




, " = g Ahproved For Release 2003/02/27 : CIA-RDP79T01762A000900030013-3 ‘ A v

and (c¢) the question of any new weapons system, such as Poéeidon,
would be decided outside the agreemant, which deals only wiﬁh: ‘5 

7&% . weapons informatidén and wmaterials assistance. Sy

i; ; ﬂ~ | ;Mr. Keeny cautioned that the broad language of the paper,'

o
R
]

5

may conceal certain issues of policy in pfoviding information

to the British, For example, the British presently are in a

VR

position where they lack sufficient information to make a properf 
requést and we would have to provide it to facilitate their

decision on what proposal to put to us, This could involve us

I T in shpplying extremely sensitive information on advanced systéms;' L

,

v Hr. Keeny and Commissioner Tape commented concernlng the I
‘Eﬁ valug to the U.S., of the information recelyed In an exchange, Ti;
fg It gaé noted that this depended on the level of aétivity'ﬁhéliégfr
) = , e
i _; British were prepared to undertake. It was agreed ‘that the U,:.
é '? 1nterest would be best served if the U.K. had a fitst-rate - (?3?;ﬁa¥;
E capa_biuty. - “
,§ . Commissioner Tape indicated his aéreéhent’with the papef'ﬁﬂAi~
'é IT a;though ‘he suggested that themmight be a few minor au;ust- ;;f?ﬁ“
Qé : ments ‘of 1anguage in the interest of precision. He noted tﬂat '
'é '; theiv K. fequest for submarine fuel makes-it.necessary~forBUSn;ﬂf; -
_E,.: to respond probably within the next two months.. Beyoﬂd tuie 5%%{3 E
g . he understands that the U.K. will probab1y~make a decisi&n eﬂ'
‘g ‘ up-grading of Polaris -about May or-June. fj* ; | T
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The Proposal

"the US/UK nuclear relationship should be permitted to proceed
at o pace compensurste with what the British have in mind for theilr
ovn Torce. Ve chould not exercise our option to terminate selective
release of nuclear apons information by the end of 1969. As Tor
material essistenc n t“p weapons field, if the British request we
should extend i 1058 sions lor another ten years beyond 1959
but limit such assiq e Lo whalt seems reasonzbly required to keep
their force vizbl e 1970's. In the course of the negotiations
on the extensiocn of these arrangemcnts we would say to the Briltish
that these ncg OvthJO 15 d

wee
i
T
R
[

QV
on

al only with the framework for continued
cooparation on wezpons infornation and raterizls essistance, that
obher subjects, such as new wezapoas Or delivery systems, would rewain
subject 1o separate consideration on 2 ase-by-case basis, and that
ve reserve the right to evaluate any rcq st in this area in the
light of all fectors at the time,
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Chairman. John M. Leddy

Present' DOD - Mr. Halperin, Mr. Lehmann, Dr. Larsen
. . 'AEC - Commissioner Tape, Mr. Hudgina, Mr. Boger
.. ' JCS - Brig. General Marshall ' o
25X1A CIA - Lo
. WH - Mr., Fried, Mr. Keeny S
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EUR/BMIL - Mr, Cheslaw —— c e
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EUR,-‘Mru.Beaudry,_

Conclusions

| proposed.

1. The meeting noted that the minutes of the meeting of B

January 10 had been approved as amended /

l
T A cE

fZ; The IRG/EUR agreed that Part IV, C, "preferred U. SLl‘d

generally in substance:

Position,ﬂ of the paper was/acceptable/to the members but thati';'"
it should he redrafted to reflect certain clarifications which:ig}

were. deve10ped during the course of the meeting. . The redraft.? o
would be circulated for approval prior to sending the paper: tor o

the SIG with the requeat for approval of the course of action ;Vf'

.
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noting ‘that we must make up our minds whether to continue this ﬁﬂ;

: arrangement beyond the present cut-off date of 1969 during the ;

course of the present year. He also noted ﬁiat the British have1

!
S

[
Mr. Cheslaw explained ‘the reason for considering this paper,:

put in a request for submarine fuel which would be delivered - l;f:

after the termination date. Our response to this request will RO

depend on our basic stance toward the U. K. ‘on nuclear matters.'={7

. ‘indicating
Mr. Cheslaw cited statements by Defense Minister Healy/that theI

U.K.- is determined to retain its nuclear capability. 1t is in '

u. S interest to assist them in this course.

The Chairman 'stated that we have three possibilities ,bwéfhm,
can urge the British to expand their nuclear capability, we - can ?f

: A |
attempt to fotce them out of the nuclear business, or we can’ »fi.q
. ‘ :

proceed to cooperate with ‘the Britﬁsh letting them set their

own pace either to wind-down ‘or - to up grade their capability. ‘ ?~fd

Mr Halperin and Mr Keeny both noted that the paper called

for us to- help ‘the U.K. maintain their nuclear capability in

"as near first rate condition as possible._ Was it our intention o

major-
to assist the British in undertaking a/modernization which would

introduce them to the most advanced state of the art? Dr. Larsenn'

e

remarked that if the u. K. merely intended to keep its present :

nuclear force alive for prestige- purposes,‘the U.S. wolild haVe a

i

passive-role merelylassisting them on request. On the other hanh'

s
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if the u. K. wanted to improve its capability we would face' the :f L
question of deciding whether to give, them information which '.1;ﬁ;\
would involve important security con51derations. \/’ L
| ~Mr. Leddy pointed out that the intent of this paper was’ ilgi
to provide_general policy-guidance for'U.S; offic1als and that
it was not'intended to spell out in detail5what.should be :_-*:{
provided to the British in specific cases.. He concurred mh 2'
Commissioner Tape 8 comment that the intent is to leave the :”fp_ :
initiative with the British - o
Mr. Van Doren commented that.everyone‘was agreed that. :ini..
the . agreement should be renewed since it provided a framework

under which specific programs.could be dealt.with»on a casef |

by-case basis.'

R RERT S o

The DOD position as outlined by Dr. Larsen was that we ~nTIg
should be'prepared to assist at the present level or contributef:5”'
to a significant improvement of the U K. capability provided

we retained ‘the right to determine our contributions strictly

- on a case-by-case basis.:*The Chairman agreed that this was

clearly the 1ntent of the paper and said that the IRG appeared
to be in: agreement that (a) we were prepared to respond to ;'
British requestSf which in turn would depend on what the" British

themselves were prepared to put into their program, (b) the L

U, S.-response would be subJect to fundmental security considerations;

o , [ L
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and (c) the question of any new weapons system, such as Poseidon :
3..;.' o
would be decided outside the agreement which deals only with

weapOns informatién and/materials assistanCe. . | /hf'aj{ o

Mr Keeny cautioned that the broad 1anguage of the paper ';;ﬂ
may conceal certain issues of policy in providing information ,
to the British . For example, the British presenrly are in a :};.n
position where they lack sufficient information Lo make a proper‘ |
request and we would have to provide it to: facilitate their S'h?'

s - o !

decision on what proposal to put to us,. This could involve us”

cin supplying extremely sensitive information on advanced systeﬂs.

Mr Keeny and Commissioner Tape commented concerning the

value to the U S. of the information received in 'an exchange.l'
It was noted that this depended on the 1eve1 of activity the l%ur;

British were prepared to undertake. It was agreed that the U S

'interest would be' best served if the U K. had a first-rate

~s

'capabilityo e : 'jl' S | ; ';{ ‘i f:fl:

Commissioner Tape indicated his agreement’with the paper
although he suggested that theuamight be A few minor adJust-:f

ments of language in the interest of precision. He noted that

-,

the: U K, request for submarine fuel makes it necessary for us Eff
to respond probably within the next two months. Beyond this =

he understands that the U K. will probably make a decision on R
up-grading of Polaris about May oriJune. j* R r. =
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er. Halperin 8 suggestion thatsthe operative aection of
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17 February 1968

25X1 MEMORANDUM FOR:

SUBJECT .+ European IRG Meeting - 28 February 1568

1. The European IRG will consider the attached paper,
"Proposal to Mitigate the Extraterritorial Effects of U.S.
Cuban Assets Control and Foreign Assets Control Regulations”
February 1968 at 3:00 p.m.

2. While the attached paper may not have direct bearing
on Cuban matters, it is submitted |for infor-
mation and comment as appropriate,

3. We would appreciate receipt of any pertinent
suggestions or comments well in advance of that date.

25X1A

Attachment:
As Noted

Approved For Release 2003/0:2/27 : CIA-IQQF’?‘QT(H 76!2A100900030013-3

X1



) roved For Release 2003/02/27 : CIA-RDP79T01762A000900030013-3 |
DEPARTMENT OF STATE ga
"‘ ! Washington, D.C. 20529 !
! February 9, 1968
CONFIDENTIAL (with SECRET attachment) ' '*
ff 10 '+ EUR/IRG Regular Members (and invited list)
3' %
FROM  :  EUR/IRG - Robert M, Beaudry, Staff Director
SUBJECT: Proposal to Mitigate the Extraterritorial X ?
Effects of U.S. Cuban Assets Control and _—
Foreign Assets Coalrol Regulations !
-
The EUR/IRG will consider the attached paper at a ‘%
] meeting on Yebruary 28 at 3:00 p.m. in Room 7516, at the R
- Depavtiment of State. {
You are invited to attend the meeting. ,G g
[
| 4
Attachwment: _ T
Proposal to Mitigate the
xtraterritorial Effects of
U.S5. Cuban Assets Control and
Foreign Assets Control Regulations
Invited list:

Department of the Treasury
Department of Commerce
Department of Justice

ARA

FUR/RMB: afm

3-3
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Proposal to Mitigate the Extraterritorial Bffects of

S. Cuban Asscts Control and Foreign Assets Control Regulations

Problem:

Po find an effective means to mitigate mounting
Canadian concern about the extraterritorial effects in
Canada of U.S. laws and regulations, before the Canadian
Government takes important and perhaps irvevocable declisions
atfecting the futule of U.S. investment in Canada in
connection with its consideration of the recommendations
of the Gordon Task Force on Foreign Investment.

Discussion:

the Canadian Government is becoming increasingly
concerned about extraterritorial application of U.S. laws
and regulations in Canada, particularly with regard to
regulations under the Trading with the Inemy Act. In a
note of September 12, the Canadian Government stated that
problems arising under these regulations involve important
issues relating to the freedom of Canadian firms operating
in Canada, but having directors or officers who are U.S.
citizens, to comply with Canadian policy. The note points
out, quite correctly, that the general license the U.S. has
issued under the Cuban Assets Control regulations, which
permits foreign subsidiaries of U.S. companies to trade

in non-strategic goods with Cuba, is negated by the £111ufe g
to include within the general 1icense American officers-

and directors of such foreign subsidiaries. Under the-
Foreign Assets Control Regulations governing trade with -
China, Worth Korea and North Vietnam no general license -
has been issued to U.S. subsidiaries abroad. The.Canadianv
note emphasizes the significance of this issue for Canada

and calls upon the U.S. Government 'to remove such restraints

upon ‘directors or officers of Canadian coipanies who. are

.- also U.S. -citizens as have the effect of prohlbltlnc

‘l bltlmate Canadian exports."

it is our view that fecling on this-issue in Canada ..

- has now reached such a state as to pose-a serious threat

that the Canadian Government will. enact counter-legislation,

AT

"~ Approved For Release 2003/03i2FiAsRRATET01762A000900030013-3 .
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if we continue to flout the policies of the Canadian
GCovernment with respect to firms domiciled in Canada.
Counter-legislation could well be accompaniecd by pressurc

on U.S. subsidiaries actively to seek opportunities to
trade with Cuba and China and by a withdrawal of the high »
degree of cooperation we now enjoy from Canada with regard <
-0 transshipment of goods of U.S. origin. '

. vhere is also a grave danger that U.S. investment
would face restrictions as a result of Canadian resentment
of extraterritorial control of U.S. subsidiaries. -Such
restrictions could arise out of the recommendations of
the Gordon Task Force on foreign jnvestment which are now
under consideration in Canada. We strongly believe that
$25 billion in U.S. investment should not be placed in
jeopardy for the meager results we obtain from attempting
o extend our denial program into Canada.

Lo We believe that extraterritorial application of our

' ' VAC and CAC Regulations not only sours our relations with
Canada but that it accomplishes no significant U.S. purpose.

‘ the basic reason for the failure of the program is that

A  wmost of the goods needed by the target countries are

readily available from non-U.S. sources. Those that are

a0t -- including certain spare parts =-- can be, and are,
purchased readily through intermediaries from U.S.

0 ‘ subsidiaries abroad.

a Because of the adverse effect on oux foreign relations .
L and the feeling that such measures do not sexrve a significant
o U.S. purpose, the Department's Advisory Committee on
international Business Problems recommended in June of last
year that the U.S. take steps to eliminate the extra-
territorial extension of our regulations under the Trading
with the Enemy Act. In 1965 the Merchant-Heeney Report

made a similar recommendation with regard.to Canada,

Although the FAC and CAC Regulations have caused the
most serious problems in our relations with Canada, similar
problems have arisen in the United Kingdom and France. We
would propose that measures taken to alleviate concern over
U.S. extraterritorial control of U.S. subsidiaries in Canada.

Approved For Release 2003/0%@&&%%1762A000900030.013-3
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be applicable to all U.S. subsidiaries abread. This would
scem warranted on general policy grounds (non-discrimination),
as well as in the interest of removing an irritant in our
relations with the U.K. and West European countries generally.,
Moreover, in Burope as in Canada, 1t would tend to make U.S.
firms less vulnerable to discriminatory mecasures by host
governments., '

The nature of the present FAC and CAC controls 1is
discussed in ANNEX A, togetHer with a more detailed
discussion of the proposed scolution.

In brief, our proposed solution is to cxpand the scope
of the existing general license for U.S. subsidiaries abroad
under the CAC regulations to cover U.S. officers and dircctors
of such subsidiaries, and to issue a like general licensc
under the FAC regulations to cover trade with Communist China.
This action would permit the subsidiaries abroad to trade
in non-strategic goods of non-U.S. origin with Cuba and
Communist China, without prejudice to any rights wec might
have under international law to control such transactions.

In effect, this proposal would amount to implementation of

a part of the LKast-West trade package developed and approved
by the Department in 1965 in response to NSAM 352, That
package, although it rcceived Secretary Rusk's concurrence
and that of all interested burcaus in the Department, has
not yet been implemented. Rather than await a more
propitious moment to proceed with the entire package, we
fecel that the part relating to the FAC and CAC regulations
should be extracted and approved for implementation at this
time.

~Recommendations:

1. Modification of the general license for U.S.
subsidiariecs, abroad under the CAC regulations to cover U.S.
citizen officers and directors of such subsidiaries; and,

2. TIssuance of a similar general license under the TAC
regulations, applicable to trade with Communist China but not

to trade with North Viet-Nam and North Korea.

Attachments:

1. ANNEX A - The Nature of the Existing COnfrolS
and Specific Proposals for Changes.
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y .
'2. ANNEX B = Recommondatlon of the AdVLSory Commlttee
- on International Business Problems. :
3. ANNEX C - Merchant-Heeney Recommendatlons.-

-
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ANNEX A

The Nature of the Existing Controls and
Specific Proposals for Changes -

<

o R S i 4 S AP T 1 4 W

Nature of the Control%

The Cuban Assets Control . Regulatlons (31 CFR 515,101~
.808) were issued by Treasury in July 1963, They prohibit-
unlicensed transactions with Cuba and Cuban nationals except

transactions by American overseas subsidiaries (other than
banking and marine transport organizations) which have been :
permitted under general license. The value of this general S ;
license has been negated from the beginning, however, by ' ‘
Trcasury defining it so as not to include American citizen
officers and dlrectorq of U.S. sub51d1arles abroad.

o

e ih

ol o

e e Lty e

LT A R ey

The Foreign Assets Control Regulatlons prohibit. U, S.
nationals and U.S. firms, including U.S. subsidiaries
- abroad, from engaging in transactlons with China, North
Korea, and North Vietnam. No general license has been .
:issued under the FAC regulations to exempt transactions o :
in non-stratcgic forelgn origin goods by U.S. subsidiaries R
.. abroad. . . S AT

i i et crgais I .
.

PrOposed Solution:

WG recommend that immediate action be taken to bring -
American officers and directors of foreign subsidiaries
“abroad within the general licensc that has already been
issued (CFR 515.541) which allows U.S. subsidiaries abroad -
“to trade in non-strategic goods with Cuba. We would propose .
that this be done by amending Section 515.541(e) as follows
(added words qunderlined): This section does not authorize s 2
- any person subject to the jurisdiction of the U.S. other DU B
than an organization described in paragraph (A) of this S
- scection or an officer, director or employee of such- an
organization described in paragraph (A) of this section S
... to engage in or part1c1pate in or be lnvolved in any R I
o ~transactlon. : : ' '

CONFIDENTIAL
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We further recommend that the language of Section
e 515,541 of the CACR, as amended above, be incorporated
A into the Foreign Assets Control regulations with appli--
cability to Communist China. This would provide & general
license for U,S. subsidiaries abroad, including their U.S.
b citizen officers and directors, to engage in trade in
a0 non-strategic, non-U.S. origin goods with Commumist China.

| . ' 1t should be emphasize&'that the changes we are
kIR recommending in the CAC and FAGC regulations would in no

) sense authorize trade with Cuba and the Asian commupnist
L countries in either U.S. origin goods oxr strategic goods,
£ : which would continue to be prohibited by the Commerce
regulations and COCOM restrictions respectively.

T

LA '?'._L.m i

| : The general lines of the solution we are now proposing
a o were agrecd to by the interested offices in the Department
| of State, including the bureaus of East Asian Affairs,
Furopean Affairs, Latin American Affairs and Economic
‘Affairs, and were approved by the Secretary of State as
part of a group of proposals on Fast-West initiatives
preparcd in 1966 in response to NSAM 352 (copy of relevant
“portion of agreed proposals attached). ‘

The proposals agreed to in 1966 were transmitted to =
other departments for comment. They received the support
of the Secretary of Defense but the Secretary of the
Treasury and the Secretary of Commerce both expressed
reservations about some aspects of the proposals. What
- we are proposing now 1s that rather than await a propitious
Soment to move Forward with the entire package agreed to

; in 1966, that the Department extract from it the agreed. - SRR
o ) proposal relating to .trade with Cuba and the Asian Communist - - g
N ' countries- by U.S. subsi.diaries abroad and seek agreement . - R

. of the Treagury to implement it at this time.

Attachment:

" ‘Relevant portion of agreed proposals..

LTI
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Relevant’ Portion of Agreed 1966 Proposalg e ’}I  -;  ??;£

. ¢l pxeracted from the Department's paper of September 14, . .. T
B . 1966 entitled East-West Initiatives, which wag p;eparedl_wy

S in response to NSAM 352. The East~w?st In%tia?ives |

g ~ paper also contained propgsals for liberalization of

U.S. commodity controls on exports to Lastern Europe

and the USSR and for liberalization of the COCOM list -

and COCOM procedures. ‘ .
: - ‘;%
: & ‘,‘f\
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b poREfGN ASSETS AND CUBAN ASSETS CONTROL

I ¢
I SN R

o . -

ik s

- e
- A .

- — -

— e g ——

o lessen a nagglng-irritant

-

angé.by‘limitihgfthe,'”

in the Alll

“fxﬂ-eféxtraterritorial_épplication qfﬂﬁbréign'Asééts_Céhtrol'Régulaﬁioné

%l(FACR) and Cuban Asscts Con£f61 Regulations (CACRj to those cases in

. which denial serves an overriding strateglc purpose. T AT
) ' : S e e e e e - Yyt - e
e Tt ,.,__‘,_‘,__,, g - . ) " .

;;"Q,Pre§¢nt nggrolg“ ' L ‘ :

any American citizen or American owned OX controlled .

WL PACR prohibits

s from doing business with Communist China, North'Korcder

5 PR Y 7 gubsidiary oversca

or North Viet Na without a Treasury license. CACR prohibipsvuhlicenscd e

- L]
- : . -

e same terms as the Chinese regulations.fmfn,

T

“;ranédéﬁions with Cuba in -th

o

However, US oversecas subsidiaries -- othecxr than banks and shipping companies ==

- . . . 37 . . - . A
vare authorized to do business with Cuba under gencral Treasury license, i
-t . .l C ' . ) i ‘ - ‘ ‘ ' ) C.‘ . .'A o
E _ .. provided no American citizen participates in the transactlon.- 1f. the
N . - subsidiary has American directors or officers, Treasury licenses musc'bb? L
- . . 7 @ R . 3 . . '
,issugd before thc‘trahsaction can be consummated.
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“ Under present adeinistrative practice licenses are granted for

p .
LR . -

-

i

_ export to target countries only if denial would cause "significant -
| R A ‘ C et ;

advors&iconscquonces'for’thc foreign relations of the United States,” -

- - T s e e .

and then only if the item in question is neither strategic noxr =-1in the case
.. - A . e e s e e .

.. e <y e
of Cuba =~ critical to the economy. In practice virtually no, licenses .
: . _ . .
‘ . >
are issucd for export to Cuba except . for food and medical suppli€s on
o P
an ad hoc basis, . ‘
. = ]
4s a result of the State~Commerce~Treasury "moral suasion" program,
very few US subsidiaries, whatever their legal rigits, do business with
' . )
Cuba, - .
‘ -
Proposed Chanpes . h R
l. TIssue general licenses to US subsidiarigs abroad and to their . =
. -y ‘ . . . . SV
US officers and directors for Import and export transactlonzuxth Commpaistt” - 1
- China and Worth Koreca and for export transactions with Cuba, cxcept wheve
- . ) ’ - ’ ] : . Y
- ~ d. The subsidiary is a banking, insurance or transport firm, or .
- - E - . v v C . “;-" ﬁ"_ »3‘ i
ii. The item in questioh is on the CGCOM, US Munitions or Atomie - - &

. Anergy lisis; requires a walidated licemse for export to frienmdly: countries

o S

-
-

- - ) “ . . e

scomz

‘
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t Contxol Regulations) or for

. _ , ‘
©(i.e., subgroups T amnd Vvof the Expor

)

(subgroups W and Y); involves

export to the USSR or Eastern Eurcpe

:;l '?%nuglear propulsiod; or is covered by the Nuclear Test Ban Treaty or

o TUNSAM 294, ‘

: . .

2. Exeppt for FACR and CACR dollar transactions which tagq place

outside the United States between persorsnot subject to US jurisdiction.

— - - - - - . -
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e ANNEX B

Recommendation of the Advisory Committee on
International Business Problems .

this Committee of distimguished business leaders 5
appointed to advise the Department of State on international -
business problems dealt with the problem of extraterritori-~
ality at their June 5, 1967 meeting. After hearing witnesses
from the Departments of State, Treasury, Commerce and the
private sector, the Committee recommended ''that where an
export license would be denied by the Department of Commerce
to an American firm, we should seek to prevent a U.S.
foreign subsidiary from making the same or an equivalent
sale only if the products to be sold by the subsidiary
include significant U.S. components or if transmission of

oo technical data of a substantial nature is involved. Equity
' ‘ ownership by U.S. citizens or corporations should not be
considered sufficient basis for attempting to prevent the
sale by the foreign subsidiary." The Committee also
recommended that '"with respect to Department of the
Treasury controls on transactions by persons subject to

the jurisdiction of the United States, the Committee ,
‘ recommended that we seck to persuade U.S. firms controlling
" - foreign subsidiaries to observe U.S. economic denial
controls and regulations up to the point where the action
would violate the sovereignty, national policies and/or

! : laws of the host country.'" Attempts to impose controls
1o beyond this point, the Committee felt, have proven

§ ineffective and have only resulted in the generation of
O 111-will towards U.S. business enterprises. :

s o et
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ANNEX C

Merchant-Heeney Recommendations

- i

At the request of Pre51dent Johnson and Canadlan
.rime Minister Pearson, former U.S. Ambassador to Canada
Livingston T. Merchant and former Canadian Ambassador to
the United States A. D. P. Heeney undertook an extecngive
study of U.S.-Canada economic relations in 1965. ThElL
report issued June 28, 1965 recommended as follows 'with

. respect to extraterrltor;allty

"It is important that each country should
avoid efforts, or apparent efforts, to extend .its
domestic law into the territory. of the other. A
case in point -- the administration of foreign

_assets control under the United States Trading
with the Enemy Act, as it relates to United States-
owned branches and subsidiaries domiciled in Canada,
occasionally comes into conflict with the laws,
regulations and policies of the Canadian Government.
We strongly recommend that the two governments

- examine promptly the means, through issuance by
the United States of a general license or adoption
of other apporpriate measures, by which this
jrritant to our relationship may be removed,
without encouraging the evasion of Unlted States
law by citizens of the United States.

4, CONFIDENTIAL
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NISIORANDUM FOR SIG M3 |

‘ Deputy Sccretary of Dolonne

"! Chaixman, Joint Cnleis of Staff

| The Dirccteor of Central Intelligurce

Administrator, Apgency fovr International Deveiopront
Dircctor, United Store Informatior Ancncy

Special Agsistin t to the President

Under Seeretary of Toersarvy

Under Seeretary of Aviiculture

Under Seerctary of Suote for Politieal Atfair:
Deputy Under Secrctary of State for Political Atialrs
Counselor of the Depasitrnent of State

g As you will have scen froum a separate memorardum, the next
e SIG mecting will be on November 20 at the request of Treasury.

Because of the holiday on November 23, 1 nn scto disling
the regular SIG meeting on Wednesday Novoembor 72 ¢ 400 pan,
and the subjcet will be a discussion of Middle vt poticy
bascd oun two papers approved by IRG/NEA--onc o andipzeunous
trends and another on anirs policy--both of which vire requested
at the 21st meeting of the SIG. I hope to have tlw:o papers
distributed in the next two days.

Leonard Marks has sent a note to Mr, Katzenbach once

* again suggesting that he would find it useful to have an

’ examination in 8IG of current trends ol policy in Canada as
oy they affect relations with the United States. T bave asked
_* IRG/EUR to prepare such a paper for a future nceting,

LUL £ e
T : p,'{'.:,"’}."‘ﬁ)rv"‘f\
- ‘ : Arthur A, Hortuan

Staff{ Dircctor “
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P ORARDUT FOR S1C HLMEYRS

Deputy Sccrctary of befense

Chairron, Jojat Chicls of Staff

The Dircctor of Central Intelligoence
Administration, Agencey for Internat ioral Develops ot
Director, United States Informat fon Arcacy

Specinl Assistant to the President

Under Scecretary of Treasury

tnder Seerctary of Apriculture

Under Secretary of Stete for Politics L Alioies
Deputy Uader Secretary of State sor Political Affad
Couns.1or of the Depavtmont of Stare E;;_

At the request of Under Secretary of the Treasury Porn,
I an schedeling a SIG meeting on Monday, Moverber 20 20 L00 Pl
The subjeel of the mecting will be a proposal for Uh o spa o sl p
of a resolution on the wmilitary balance of pavioents prebbe o
be introduced at the NATO Ministerial Mectiv: dn Dece oo,
Attached 10 the Treasury draft recomrendation which will e
the basis for our discussion on November 20.

/.f.d,j,w;" ,/ TR
gfi“'//{ '//.:‘.’;»?3

Arthur A, Hartran
Sstaff Dircctoy

Attachment:

As stated,
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U.S. Action on the Military Lalance of Paywents Iroblen ot the
NATO Ministerial Mo eting iv Decembey “”’" '

v e e . [

Recommendation

At the NATO Ministerinl Mceting {n Deceomber 1%v¢, the LS.
ghould proposc adoption of <@ regolution on the subjoct of
neutralizing the net foreign cxchangu’costs of military expendi
tures between wembers of the Alliance. A?rccommvnﬁgd resoluticn

(Attachment A) has two alternatives:

1. To establish a NATO study group g“1ic‘n1
U.S. proposal in Dccember, but possit

2, To {ntroducc a technical U.S. proposal in
December in adﬂitiun to establishing the NATO

study group.

Discussion

I. 1ntroduction

A decision is necded at an carly date on the approach the

v.s. should take at the December NATO Ministerial Mceting

concerning the militaxy balance o£ payments problers of the
Alliance, That it is time for more than the general U.S.
statencnts of previous years {s evident because of:

1. Continuing heavy U.S. military deficits in the

achment B '
Approvm R 9565105755 CIA- RDP791)'01762A000900030013 3.
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2. The peed for corrective action on a morc comple e
and longer tcrm basis than presently conteaplatods
bilateral arrangcments.

3. Planned focus of the December mectings on the
future tasks of the Alliance (Harmel Sfi’sdy) of
whi;h financial viability for the Alliance is a
gine qua pop.

An early decision is necessary:

1. To prepare the nature of the Ministerial action
we desire.

2, Tq prepare a poifible nuystantive technique of
‘sultilateral procedures which the U.S. might pro-
vpoac in December or later to neutralize the net

military deficits between members of the Alliance.

3. To allow tactical preparations with our Nlies
(possibly including the channel of the Harme!l
Study). .

The dlciliﬁ ontho nature of the U.S. approach can be
taken without u.ccunartly'hnving ready a proposcd technique te
introdud. in December, if the objectives outlined below are
adopted. “A posaible NATO resolution (Attachment A) reflecting
these objectives should be the fgcus of an early policy decision

Approved For Release 2003/02/27 : CIA-RDP79T01762A000900030013-3
in the U.$. Covermment, with an alternative which would allow
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introduction of a subst;ntive technical proposal if intera. oy
wvork should develop such a proposal by Decewbos,

11. Objectives of U,8. Decumber Proposal

A. NATO recognition that future tasks of the Allidne.
include attentioufcn;itl financial viability.
B. NATO accpptance of the principle that the nct forcign

exchangc costs of‘uﬁlitary expenditures between nomber s of the

Alliance shouid b? neufrnli:eﬂ

C. NAYO agﬁmnt to ﬁt\ldy speci.flc proposals for this

‘purposc,  (The U. . qlght or mlght not introduce a specific

i | : Wﬂ

| ,tcchnical propoaa’ tn Decembor, und could wait until later

in the course of tho itudy )

D. NATO cnﬁOttemcnt of continued bilatoval arv e oate,

'pending f\ltthet chdy and possible developuent of a multll iteral

.y.tcmn ' '
E. Flex‘ibiuti in NATO and U.S. actfons to allcw (1)
evolution of bilaceinl arrangements into a broader system, ov

(2) divert cstablishpent of a multilateral arrangeuncnt,

*

‘;wh,',r. Improvement of U.S. opportunity to negotiate moer

cémplete and longer term bilateral arrangewents with Gernoay,
Itgly,:Bclgium and ﬁnnsibly others, through NATO adoption iu
principle of the MG }vfor action, thercby overconing politicnl
lcnsitivities of £ndividua1 countrics to bilateral U.S.

Approved For Release 2003/02/27 : CIA-RDP79T01762A000900030013-3
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G. Polidical recognition abroad and fn (he 18 Eoaon (b

U.S. has a mjor effort wind .y way to newtraloe tihe defic:

from our militcary foreign exchfhpe expendituics in the oo o

t
-4

of nutual sccurity,

I1IT. Considerations Affecting the December Approach

A, Bi]atcral Repotintions with Cermany

We plan to alert the Bundesbank and the Gern Covernoont
in November to our intentions to negotiate corly dn Y 19A0-.
at a minimum««forla repetition fn FY 1969 of the $50U wiliinn
sccuritics investment by the Bank in FY 1968, Ve would prefer
& larger amount or a two-year conmi tment and will picse foy
recognition by the Government and the Bunk of the need for
longer term arrangements bilaCeraily or within NATO,

AU, 8 propooal in NATO in December for a multilacexﬂl

solution could hfford the Germans a conveniont escape if they,

wanted to say that they would postpone further bilateral ajrec-

* ;
have in the paat‘a:aund for a NATQ recognition in princip:

of the need for‘actLOﬁ &8 & means of politically fa acilitating
thcir bilateral q;meuuents with ug, Also, they fraui:

recognire the axawing pressures for U, s. troop reductiois ant

" would be reluc@ant;tq-;dd fuel to thia fire by vecaleitrnn,

Approved For Release 2003/02/27 : CIA-RDP79T01762A000900030013-3
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The NATO action eould make clear the need for bilateral votion
until multflateral Linding: could be rcached, The only reaol
risk might be that the Cermins would Liodt their bilaterad
agrecment to one more year, and avoid the bilutera long.er
term deal we acék By "hiding behind® the NATO study,

B, Eggggc of the Alliance Actions (Harviel Study)

The U,S, aeaks results of the Harmel %Luﬁy in Decomber
which (1) give an image of the future of the Alliance whic
is as positive agﬁpossiblo, (2) avoid tactical cmnf?ié;s with
France, A proposal to dea) ﬁith military balance of paywcit s
fssues would be g positlvo step to demonstrate NATO's wiliing
ness g; assure its financia) viability. Tactically, it stouniqg
POsc no greater difficulty in dealing with France tl1.:.a any

‘Pthor measure which Socks to present g positive Image for (e

Allian»e. k‘ °

'

It may be lnhp to introducc the concept into the Harmel
Study, but an aarly lttoxt now is preferable to surprising
our Allies latnr; Our.Allies can hardly dispute that NATO
cannot be politically and milltarlly effective without :ﬁnigwuw
resource ccmmdlnwngs and 1ntolnntional fin:incial N & T
It is time for the Allics to camo up with ideas . Lo 0y

»

initiative for achﬂeving A financially o¢ffectiv. AV g

Al ' : i
PO i -3
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o " the interests of their own sceurity, rathie: thoo coiat o
i i Yoo f :

U.8. to find wayg for bearing the costs o thein b,

¥ }'. :Lu '

pui, their chofees are to holp us continae
of payrents costs and theichy assure o prsviic

morye of thelx own dcfenso costs.

54‘ C. natgg g the Intcrnatigggérliguidwt) Eroyeise
- We wtll be purwuing delicate megotiation:, with probably
§‘ﬁ heavy politicnl preaaure from time to tirc, ﬁn the ncgﬂt¥wi§mn
| with NATO Alliel;and others over the comicg pcnt bt en oy
hj 14 | through the 1Lnu&di;y cxcrcisc in the IMP and subsegin ot oot ioo
. ratifications.‘f lk can be argued that a new U.S, piteh in Ralu
g« will subtract ftom I political abi)x&y to carry throogs
aucccasfully un dhg 1iquidity action«
* On l;hﬁ oﬁ;p h{nd, thc NATO pitch would b o upo i
,corollat‘y La mWorts in the liquidity [ficlu. We nawn
f ‘ | cldilnbd al.l lgﬁm jnd have been “jectured” by cur ATIioes
iﬁ Ltjuu; the’ 1&9\3!‘»‘#1‘.:"""*%0&!912 is no gubstitute for measui o o
ﬁ% I dcal with pur getio nl bﬂlance of payuculs piobic. e v
" ‘ : :M':Li(m wouid ;.'S;ﬂﬁﬁm’-t‘ our inteni to persevere. T weos
‘} .also cducate W?f‘:. }ul;.ea on whﬂ. our suveking o it b
| " for Lhem’iinap&; i!% objcetive which we have beein gl vl

¥

| gscussiong to enhance theiy vo Yo
1“ ‘A'Eprok’,es ‘Eor %elﬁﬁse 2003/02/27 CIA-RDP79T01762A000900030013-3
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willingneoo to couporate with us on the liquidity acioan
on the timing and wmeans for secking equilibriwm in the VLS.
accountly,

D. Domestic U.S5, Political Impact

Failure of the U.S, Governwent to pursue a oo jo offedt
to neutralize our military balance of paywents doeiicits vou:
serious risks in the coming months of our ability to vithstand
domcstic political pressure to reduce our overseas cxpenditues,
if not deployments. Congressional ettitudes of vecent v b
have Gemonstrated the difficultics in obtainin: ob joctive deb e
of alternatives and this vill be Cvmpvnndud by the coning
election debates.,

On the other hand, #n effective. progrine to deal with the
military deficit could defuse criticism, cven if taugible
results were somevhat slow in bedng reatived in fact,

1f our Allies should coldly reject o proponct dn peiople,
we rish compounding the pressure dn the Uoo. ot 2 e
withdrawals. On the other hand, this possible & velcpient in
the U.S. could be made clear to our Allies with po.ible

tactical advantage, particularly as wo appro ol oar cloction .

E. Jupoct_on NATO Military Fovece blauaio:

There sheuld be little dwpact on NATCO torco Plonavug, winde--

tf

[th U.S. wore seriously cons ideving o o1y Loun Tpiedging
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scrsion' on foree comnitments covering ceverol o TR
to wonanl commdtue b as ol proaont, Moo ‘

to study the military balonce of paywents peobico it v i
probably be a year before conclusions were roached o L
Ministerial IC:V‘CI.. There could be reluctisco of o LoaOrn ot
(U.K., U.S. and Canada) to plan for RATO force Jeoole wl!
potential balance of payuwonts arvangoicats foo v 0 doie

were known.  Others (FRG and ltaly) wight go s low o foio

vitwents if they expectod poteutial aew NG L Toce of o
procedares to result in nev budgetery olaolms oo the L

on balance, these constraints vould piobably not by

than the prescent budgetary and other resowrce conaty ains

force plaunning.

"«

There is the additional consideraticn that a bATO stu

[y

the balaince of payments question, probably requirii oy U ong
year to reach conclusions, could be used by the Altic: 1 dotay
any U.S. additional force redeployment which we wight like to

undcertake before the conclusion of the balance of poywents stuly,

F. Mutual ForcqﬁBeductﬁons -

The FRG and U.K, ‘81‘(‘ pressing for NATO studics o matoal
force reductions between the Worsaw Pact and NATO, but the U.S.
is going slow barring a major change in Sovict Bleo capebilitics

and aAppravdd For RAlcHsS 20Mdmm.ccmprpxwo1VGonooeebnstm assure
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a sipgn of weakness in VALY, and might v vien
: Chitorera) eflot
contrary. They are alrcady avare of our bib.ted ]

deal with the military balance of payments aafiices

gn of [ o strensth. Our APl wit
' basis could b a sign of future streng
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—

Drafi_Resolution for Adoption by lhk‘:g; A e
Counci] in Ministerial Sc-
D(‘cmnb.m ]9(,

1. The RATO mewbers recognize that a tsjor el
cont sibuting to the futurce ceffcetivincss of the AY)ic vy e
cocperation in the international financial ficld, in additio.
to theirwegppergeivg grlitical and mil}lary cfforts v (.
by national contributions of resources. They recep i1 1ho:
achicvement of their political and security objectives requise .
parallel financial support. |

2. The NATO mewbers agree in principle that the et
foreigniexchnnge ¢o£ﬁk of military expeudilures between menbers
of the Alliance lbeuld be neutralized,

3. The NATO ﬁembers take note of various bilateral actdens
which have been aﬁroed between -them to deal with il bt nnec
of payments conscquences from foreign exchange expenditures
by onc country which'henefit another as a result of fulfilliug

-
military objectives of the Alliance. The members agree that

such bilateral coopetation should be continued. :
4. Without jeopardlxlnﬁ the exfating or prospective
bilateral unxangcmentl, the NATO mewbers agre. that a
special group should he established under the Horth Atlantlc
Counvf] to dcvelub specific proposals for ncutralizing the

Approved For Release 2003/02/27 : CIA- RDP79T01762A000900030013-3
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e teaeipn cochange cost o wilitery copondite b

Cooatydien within the Allic o coy The study shoulda saciede oo

porsilititics among other considerations: (a) th: ovelutica
bilateral arvangements between members ﬁhto a broodery wulti-

Yater.l system, and (b) th. possible (‘Sfiﬂ)lif:hu wtoof o b

tact, (Nuu : ‘;ﬂluv'}n“ INENS DA TTAN R

- o

Toter 1 osynten at the g

b h _
%(nnxtc{nrwg the meoh

"
i

k
i1
possibile addition to tffh text -~ In this

’1'} ‘ ¥
take note of a specififffproposal by the 3 , and roeguest othor
counirics to present tf‘-r views en this propesal, and to

prescut their own suggdiion:.) The RATO mesbwers agree to

. T
expeditc the devwbpmén@ibf proposals for the el e
initio) attention at 'tf ;Mi.llistcri.hl Meeting in the Spriug oi

1968. 1he development B these proposals decs nov coimit the

mewbers in advance witflllfespect to whothex or nol o1y specifiv

proposals of a muiﬁéla nifchnracter may be adopicd,

e
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‘ WASHINGTON = =

o

SECRET October 23, 196jf

SENTOR INTERDEPARTMENTAL GROUP

[

Record of Discussion at the

. 23rd SIG Meeting on October.19,‘1967' ;

o , , RS
Presents . | .

O . Under Secrctary of State, Chairman

! ' ‘ Deputy Secretary of Defense - R

E - ~ The Chairman, Joint Chiefs of Staff C

! : The Director of Centxal Intelligence:-
Director, United States Information Agency A
Administrator, Agency for International Development
Under Secretary of Agriculture ‘ , EET
-Under Secretary of State for Political Affairs . g =

2, Deputy Under Secretary of State for Political Affalrs '

H ~ Coumselor, Mr. Bowie T R

- Staff Director

EUR, Mr. Leddy ' o S -
Amb, Gleveland : IR e o

ISA, Mr. Wyle
JCS, General Orwat

A. Discussion of the Harmel Study. = S I SRR

\

Eugene Rostow introduced the subject by'briefljﬂa”\ftf
sketching the background to the Harmel Study and the steps
which led to the present eritical and political phase. The
Special Group, authorized by the Council .to review the task:
of the Alliance, will meet on November 7 to consider the '

it S iy

i i A e S e L K il

- o
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ade to it by the foﬁr sub-groups.  An éxcellent;g:ff
e reports -was prepared at last weeck's '

reports m |
ined that originélly RS

summary of thes
Ditchley Park meeting. Mr. Rostow expla
there had been some thought given to‘a’special.declaratépnwf_ o

reaffirming each mnations commitment to the Alliance beyond =~ =
1969. The general view at the moment gcemed ' to be that™ho.

specific declaration would be sought, but thejcontinuaﬂggf‘ﬂ”

of the Alliance as long as danger continued wou}d bc”cl&hrlz‘
111\9110{1.- . _ SRS e ‘.: o

~ For most member governments, it was jmportant domes -
tically that NATO play, and be scen to play, & positiveg;“ﬂg?

' political role in sponsoring policies to improvc‘politigal"
relations with the Communist nations. Except for France, .
there is probably«éolid support for a strong result from
the Harmel Exercise. All members are concernéd.about=thef,‘“’*
possibility of hostile readtionS-from»Francc,'or‘even a
withdrawal from the Alliance, ‘It is generally thought that '

. 1f France decides to withdraw it will not need the excuse
of the Harmel Exercise to do co.  On the other hand it . . -

would be easier to withdraw from the "feeble hulk" of S
NATO if it failed to revitalize its methods of political .
consultation. Harmel has told us that, while he wishes to, -
avoid provoking the French, he is clear that we must not i
sacrifice any of the essential elements of the prdgramfv" “
in order to propitiate France. It does not seem 1ikely
‘at this time that we shall haveuto_bonsider'gOing ahead

with just Fourteen as we have had to do in the military

field. If this kind of confrontation with the French
appears unavoidable prior to the Ministerial-Meeting;ﬂwe4
‘would of course have to gO'back’to the President. R

PR B

: The ideal situation from our point of view would be ./ " o
to get approval of the Summary by the Special Group which @ 7/ 0
would then transmit the paper Lo the Council as its own. N
yeport. Between now and November 7 we will be exploring
the reaction of governments to thistummgry;,gWe'williaISO
be trying to clarify and guide--not too oppressively--the
reaction of our NATO partners, and their ideas as to:
procedure for the mext two months. = T

R
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. -under the headings of luropean security

© and activities

SECRET
-3=

gummary fall mainly
arvangements,
jncluding the German problem; disarmament and arms control;
outgide the strict Treaty arced. The failure
ak with any authority during the Middle
Eastern crisis has been felt in EKurope., There was now a
more Forthcoming attitude toward the kind of consultation
on Mediterranean and Middle Eastern problems which Ambassa-
dor Holmes was beginmning. Progress in those consultations
during the present period should help NATO reach a decision
in the Harmel Exercisc to continue them through an opcn-
ended group at a 1evel of political responsibility. With
respect to NATO consultations on problems arising outside
the Treaty aread, My. Rostow thought the Middle East and
North Africa were the obvious subjects with which to start
the process of evolution within NATO. o

On substance, the sdeas. in the

of Europe to spe

: ‘

Mr. Rostow sketched the general factical situation. He

R N :

said. that while there had originally been talk of o ringings ;
Ministerial Declaration to be igsucd in December, ve shou'td .
be content to play the ministerial decisions in a low key. = :

This could best be done by Ministerial affirmation of the
Sumrary document or & version thercof as a kind of on-going*
work program. We should try to avoid the word "new', so as
not' to cause problems with the French unnccessarily. AlL
governments could make their own statements of what had beén
Jecided and play up those aspects of particular domestic
jmportance to them.

~There had been talk about various alternative proccdu§es
for carrying forward the work recomuended on Luvopean secuBily
arrangements, including the German problem. We had no particu- B

lar preferences 4as to procedure. put NATO could not displace o
the underlying responsibilities of the United States, Fraunce, i{
and Britain in Germany. Any consultative procedures to bel S
devaloped would have to take this fact into account, d e

~ There could be a continuing discussion of arms policy
and force reductions and this could be done either in a new
body or in one of the existing committees. On the Meditex- a
rancan Study, the creation of an open-ended committee should ‘

be considercd for those who wish toO participate seriouslye 3
in this NATO activity. A - i
Before beginning the discussion, M. Katzeubach ; ‘E
circulated the letter from Mr. barr gtating Treosvry : 4
viows on tln:(h~diruhilicy of WATOQ conald rTing conycr;tive ;
of Allicd tro ps 3in ;

mathods for financing the prascnce ol i s
4

countrics othar than their owil. Mr. Rostowr cnid thet

o ,qn-,sw‘" el
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ffhe hés3becn'in_cohtﬁét with Mr. Fowler and Mr. Deming-

* on the subject; which is before the new Dewing Committee,
~They will pursue the problem in that forum. -He regarded
it as much too late to raise the issuc in the Harmel
Exercise., On the merits, he agreed with the. Treasury
view, ‘and we intended to move ahead in the Deming Committee.

‘Mr. Katzenbach agreced, He also commented with respeet to
the last paragraph of Mr. Barr's letter that he was not
prepared to say that we were wrong in our 1ong—stahding
policy ‘on Europcan unification.

“Mr. Nitze stressed the importance of progress in
reviewing the strength of the Alliance. e agrecd
wholecheartedly with the conclusion in paragraph 27 that
a lack of action in December would be a major failure.
Mr. Nitze thought that most of the Alliancc were together
on the importance of defense arrangements, and on the
importance also of better political consultation. Even
with regard to France, there seemcd to be some Progress
with respect to certain areas of the study, particularly
Mediterrancan problems. lHe thought we should put emphasis
on this. On East-West policy, the Germans arc the linch-
pin since they were sensitive both to French concerns and
~generally on East-West policy since their interest was
the most immediate. Therefore he recommended that we let
the Germans take the lcad on this.

., General Whecler said that the Chiefs wish to sccond
what Paul Nitze had said and emphasized the great importance
they attached to positive movement in the Alliance. 1f
not, it would not just be a question of “yupning down'', but
rather of the Alliance’s possible fragmentation and dis-
appearance. While not attempting to deliberately antagonize
de Gaulle, we should certainly not avoid doing what is
necessary just in order to placate him. Wc don't neced
a dramatic declaration but we do neced something positive
even if in low key. All the Chiefs concurred in this view.
He said he had no trouble with the substance of the Summary.

SECRIY
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‘on the pecessity for rcinvigoratiﬂg the political side of

iopinion showing strond gupport in Britailn, Cormany , ¥yance
“and 1taly for a NATO yole in Last-West political initiatives.

gituation in NATO and how it differed from the confronta-

- offending the French with emphasis on political tasks., He

'vihtchStcd jn a public declaration, put rather wanted clear

o

e
p W - RS EEER zv% "’

Mr. Katienbach said_thét on the tactical gituation
thexre geemed tO be basic agrcemcnt among, all those present

-

NaTOo. Ve should be much worse of £ if mno action were talken.

&

Mr. Marks referved to hls recent pampld ing, arudy of public

- Ambassador cleveland described the current political

tion with the French 1ast year over defense matters. He
said that the balance Was now quite changed. At this
point, some countries which had bcen'unwilling to engage

in a debate with the Trench On defense policy & yeaxr ago
were DoV taking a strong position because the jasuc was
orAappearcd to be "Qg&gggg?. He said the Us was now SOTMET
ghere in the middle botween the Danes and others who wanted
a NATO political'role ijn detente and the Germans who feared

too stressed the fact that the US ghould not be particularly
decisions, & good statement, and & solid Wyorking program".

Mr. Leddy made the point that the Fast-West relations
rcport‘prepared by a German and a pritish official was &

good, modest step-by-step progran which did not aim at the
fundamental security problem. 1t was his hope that the
Gerinans wight get rhe French to go along with this pre- |
posal.. De Gaulle scems concerned that the Harmel proposals
would seck to "eontrol' the policies of the member countriesy
and not to be objecting to consultation as such. He stresse&
that 1if the_French stay out of an agreement on East-West h
policies there is not much NATO can do beccause the French

are eggential to any such discussion.

it
it

o Mr. KRohler gurmed up the situation by saying that we
needed enough 1in the way of positive elements for the

Ministers to agree wpon for a businesslike communique.
Then we could let the Ministers portyay the results in their
o Vay . - : |

fmm?:w'?‘vw ik i
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Mr. Bowie stressed the necessity of avoiding a
- German veun-out', e supported Ambagssadoxr Cleveland's
" analysis that the best tactic was lo aim for agrcoment
on specific actions in order to minimize conflict with
" the French about formally:approving yeports OF agrecing
. on major declarations. '

» '

Mr.iRoétOancccptod the statement that the reports
should not be approved as such but left to stand as the
work .of the Rapporteurs. put he thought comething had

* to be approved and suggested that this could be the  Summar

or a document of equivalent jmport that would be proposed
by the Special Group. - Mr. Bowie said that he hesitated
about this because he thought that this would lecad to &
rencgmtiation of the Swrmary and much of its content might
be losty it was better to retain jt as a cleaxr stotement
“which could be used by individual wmembers as they nceded.

) M Katzenbach.summarized the situation by stating
‘that all agreed that the Summary was a good statement of
vhere the Alliance stands and provides good guidance for
a future work program. All agreced that it was importent
that the excrcise not be & fajilure however big ov little
o success it might be. All prescutl also wished to get &
much of the substance approved in jre existing form withe-
out ‘getting jnvolved in negntiation-which might squecee
down the amount of substance in the veport. Finally, the

worst situation we could be in would be to get expectations

up of a major move and then have the Germans defect and
_NATO perhaps losc prestige in the process. Mr. Katzcnbach
picked up the point about not needing & political declara-
tion in the United States. He said this should not be
overdone. We want a document which will help us convince
‘people in the United States of the importance of NATO so
that it cammot be gaid that we are neglecting burope ox
allowing NATO to disintergrate. At most we could hope TO
get an approved version of the Summary ant at lcast soie
agreément that the Secretaly General would develop NATO
actions from the Sunmary plus the anncuncerent of some
specific action at the time of the NAC keeting.
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'Ambassador Clevoland rhought that Mr Katzcnbach
jeht have to help out in & jater stage
at the United giates
while

e yrench,
Ve would
e tO them

and the gecret
PR when it would be necess
RS . was preparcd co get into @ fight with th
3._,7__"not_necos {1y seeking guch @ confrontation.
- also have to work with the Cermans and Cmphasiz
~thc'impoxtancc of NALO having @ political role in order
for the United gtates to_maintain public guppoxt for our
Styoop commitment in Furope. Mr. Katzcnbach agrced and
said further that the quostion was not 59 much & fight
with the French but more the effect on the Geymans. Ve
‘don't win fight ing with the Ty as long s ve ¢an
: maintain_the wity ok the Fourteen:
’ : 1. Mr. Katzenbach sald wanted to have en early
on AID and MAY. gaid that he had already talked
nd to Mr. ssibility. Recoz”
165 programs © the Congress:
overal woeks of possible
-efore LO begin nov Lo look at
will face poxt year
ibility of
will arrangt
9.

- Future Meeting

ct through

meeting
g ome j.dea

to Mr. Gaud &
we ©
ag importéd

ugh nestions v

'ing'With reduccd 168 1evols and the pos®
similar 1evels foT 169, The graff pirecto¥
ared for @ meeting on

for papers

Nov emhe?

after the peetings with
¢ week W€ chould have a furthe
curxent negotiating gituation
policy roward the ared.

1d be ai scussed

uld then deal
report

: 2. Mr. Katzcnbach gaid that

o Foreign Minister_Eban nex

- discussion in the S1G about the
and o\l

ht that

oi jin the Middle hast ¢ \
b t gituation cou
t weel

He thoud the curren
or the week
sues gtemning

either nex
with some of the 18
1ater in November .
' 1 - 3, Mr. Katzenbach gaid that he undcystood Nr."Kohlcr
1 had. .2 roup working Qn,tcactions ro our ABH.aunouncomont
) and that they would have & paper ready fo¥ discussion in
s d-November.

the S1G somotime after ™t

¢
3
[
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e 4. M. Katzenbach gaid that as g1G members - vﬁ”
"undoubtedly‘knew we had gone ahead with the F—S-«w@’
deecisionaahdewere now awalting reaction from Peru

o and prazil. : ‘ '

L . . . ' : . s e
C : . 57‘\7"\' !J' »
‘ Arthuy A. Hartman

gtaff pirector
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TO : IRG Members

Department of Justice - Mr., Doherty

Department of Labor - Mr. Weaver

Department of the Treasury - Mr. Davis
FROM :  Staff Director, IRG/EUR

SUBJECT : Transmitting Draft Minutes of Meeting
of December 19

The draft minutes of the IRG/EUR meeting of December
19 are attached. It would appreciated if any proposals
for changes could be submitted in written form at your
early convenience.

Enclosure:

IRG/EUR/Minutes-8 (draft)

Robert L. Yost
Code 182, 6915

SEGET

Approved For Release 2003/02/27 : CIA-RDP79T01762A000900030013-3

I U



Interdepartmental Regional Group
*  Approved For Release 2009/02/57% S15-RDP79T01762A000900030013-3

Minutes of Meeting of December 19, 1966

Chairman : Mr. Leddy

Present : CIA - 25X1A
DOD - Mr. Wyle, Commander Morris
JCS - Colonel Godding
Justice - Mr. Doherty
Labor - Mr. Weaver
Treasury - Mr, True Davis
USIA ~ Mr, Littell
White House - Mr. Nathaniel Davis
EUR/EE - Mr. Lisle
E - Mr. Miller
Staff Director - Mr. Yost

1. The minutes of the meeting of November 3 were approved
as amended (IRG/EUR/Minute-7 (draft) and Corrigendum).

2. Reducing Restrictions on Entry by Soviet and Eastern
European Ships into U. S. Ports. (IRG/EUR/11, 12 and 14.)

Conclusions:

The group agreed:

A. That the Revised State Proposal (enclosure to
IRG/EUR-14) will be used as the basis for preparation of a draft
NSAM. The draft NSAM will be circulated for approval of the
interested agencies.

B. That the head of the agency responsible for the Coast
Guard would, under any new procedures, keep interested agencies
informed of all impending arrivals of Soviet and Eastern European
ships at U.S. ports,

- C. That, prior to presentation of the draft NSAM to the
President:

arone
wi i,
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officers of the Departments of Defense, Treasury and State,
WAdprod&d P&EReIESSe F0OBAIRKY2 CIRIRDE7O0 YrE2AbedIon0dsoadrs ; and .

ii. following these consultations, soundings will
be taken with the Congressional leadership.

Discussion:

Mr. Leddy noted that the third sentence of paragraph two of
the Revised State Proposal should be corrected to read " . . . no
additional ports would be opened in those counties noted by the
Joint Chiefs of Staff . . . " Mr. Wyle stated that the JCS list
should not be considered static: as additional counties were opened,
ports in these counties could also be opened automatically.

Mr. Lisle circulated a list of ports which might be opened under
the new proposal (attached). The list, which was based on the dual
criteria of DOD acceptance and of the physical feasibility of

Coast Guard spot checks, is illustrative only and will be 1ooked

at more closely by the interested agencies.

Mr. Lisle noted the special problem of a CFR prohibition on 25X1
Soviet and Eastern European vessels transitting the locks at Sault
Ste. Marie unless an advance waiver is obtained,

Althgugh

related, it might involve some special problems. In any event, it
could be moved along separately from the proposal before the group.

After brief discussion, Mr. Leddy noted that for the purposes
of the present proposal, the continental United States would be
taken to include Alaska to the extent of the specific ports and ;
types of shipping mentioned in Item 3 of the December 8 McNamara/Rusk
letter (attached to IRG/EUR-12). Hawaii is not included in this :
definition, nor are the Virgin Islands or Puerto Rico at this time.
The Defense representative was asked to determine as a matter of
urgency what ports in the Virgin Islands or Puerto Rico could be )
considered open. This is a questlon of some importance in connection
with Soviet cruise vessels.

Mr. Doherty asked what criteria the Secretary of the Treasury
(or of the successor agency having supervision over the Coast Guard)

0 ‘.!.g.i'l.asi

5,
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- would uRRPreyediEQrRelnase 2003/02(27,; GIA-RDPIITR1762A0009900300133,  intelli-
gence warning required such a check. After discussion, the group
agreed to record in its minutes the understanding that the Secretary
of the Treasury (or the successor agency) would keep all members

of the Port Security Committee advised in advance of any proposed
calls by Soviet or Eastern European vessels at American ports.

The Departments of Justice and the Treasury will work out with
other interested agencies the specific means of keeping all members
adequately informed. Mr. Leddy said that further thought needed

to be given to whether or not to announce these steps publicly

and, if so, to how such an announcement might be handled. He sug-
gested that a proposal on this question be circulated with the
draft NSAM.

Mr. Weaver emphasized that the Labor Department considered
prior consultation with the leaders of the major trade unions
involved to be essential. These leaders would have to .include
Messrs. Meany and Gleason and should also include Messrs. Hall and
Curran. Mr. Weaver thought that these leaders were security-cleared
so that this matter could be discussed with them. The Longshoremen
would play a key role and the leaders would have to prepare their
men in the ports involved; the consultation, therefore, would have
to be fairly specific. The group agreed that Labor would take
the lead in organizing these talks, perhaps under Mr. Wirtz's
chairmanship, and include in them officers at the Under Secretary
or other high level in Defense, Treasury and State as well as a
senior representative of the military and possibly the Commandant
of the Coast Guard. The question of how publicity might be handled
could be raised with the union people. :

The group agreed that Congressional consultation would also

be necessary and that this should be done before taking the issue
to the President. :

Enclosure:
List of Open Ports.

SECRET

Robert L. Yost:mae
Code 182, 6915
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ILLUSTRATIVE LIST OF OPEN PORTS

UNDER REVISED STATE PROPOSAL IN IRG/EUR-14

BUCKSPORT, MAINE
SEARSPORT, MAINE
*PORTLAND, MAINE
SALEM-BEVERLY, MASS.
FALL RIVER, MASS.
PROVIDENCE, R.I.
NEW HAVEN, CONN.
BRIDGEPORT, CONN.
ALBANY, N.Y.

PENN MANOR, PA.
FLORENCE, N.J.
BURLINGTON, N.J.
*WESTVILLE, N.J.
*PAULSBORO, N.J.
*THOMPSON POINT,
*CHESTER, PA.
*MARCUS HOOK, PA.
WILMINGTON, DELA.
DEEPWATER POINT, N.J.
DELAWARE CITY, DELA.
MOREHEAD CITY, S.C.
*WILMINGTON, N.C.
GOERGETOWN, S.C.

PORT ROYAL, S.C.
*SAVANNAH, GA.
*BRUNSWICK, ~GA.
FERNANDINA, FLA.
*FORT PIERCE, FLA,
*PALM BEACH, FLA.
PORT EVERGLADES, FLA,
BOCA GRANDE, FLA,
PORT ST. JOE, FLA,
PENSACOLA, FLA.,
*MOBILE, ALA.
*PASCAGOULA, MISS.

N.J.

* Indicates some Coast Guard resources available within 1-1/2

hour distance.

CONFIDENTIAL

BATON ROUGE, LA.
LAKE CHARLES, LA,
*ORANGE, TEX.
*BEAUMONT, TEX.
*PORT ARTHUR, TEX.
*FREEPORT, TEX.
*BROWNSVILLE, TEX,
*PORT ISABEL, TEX.
*REDWOOD CITY, CAL.,
*ASTORIA, ORE.
*VANCOUVER, WASH,
LONGVIEW, WASH.
*ABERDEEN, WASH,
*HOQUIAM, WASH.
*PORT ANGELES, WASH.
OLYMPIA, WASH.
EVERETT, WASH.
BELLINGHAM, WASH,
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12 December 1966 - :
MEMORANDUM  fOg - Director of Rescarch and Reports b
SUBJTLCT IEG/EUR Mecting 19 December 1966 < \
5X1A CRL R
L. Attached for is a copy of the memorandum } ,;.:?
for the record covering the 19 December [RG/EUR meeting on g
Port Securitv.
f
2. There probably will be another meeting soon after R
the Tirst of the vear to deal with procedures for imple- ot
menting these Jategt proposals .,
- bovervomuch appreciated the memorandum Lrom Mr. ‘
and 1 owill keep yvou and hin advised of any further ﬁ ;

discussions in the TRG on this subject and wilil pass to

you all papers peértaining to it whi I receive. I would
have very much 1iked to take With me to the meet-

ing but Mr. Leddy has several times requested that the
session be limited to IRG nrincipals lest we be inundated
by the teams which the Pentacon normally likes to field in
inter-agency discussions of this sort. "I checked again
with Mr. Rohert J,. Yost, the IRG/EUR Executive Secretary,
onothis questions and he confirmed my impression that the
mectinegs are [imited fo principals,

25X1A.
L ;
E

Attachments
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sSunJunct: PRG/SUR Mecetinn on Yort Security

el K

i, The {RG/LUR wmeeting took nlace on 19 Dc\(, sher
to discuss the most vecent version of the originat St-te
nlﬂp@sai on readucing vestrictions ol entry of Soviet and
fast diuropecan ships dnto U. S. »orts. The newess 9ro-
vosals tade into coasiderarion suegecstions made o fho
Tr asury Department as woll as those included in Secretary
McNamara's JCLLL‘ GU3 hecemper on e same sub joect

IRG/EUR-14, attachoed, transaitted the vearafted -yroposats.

) e -y o . TN S S S vy e
Z. FOC Pronosas i oo rdasranag L TO SN eine L S al0n
- N B K rurennaes L a ey i e g 4 e o P R
(M UTVOe T Taadece g VoSN LU TOO SNol _Check bHasis Jas' annroved

ey - R o [ RN 2 =i . \ - N .y e eas, LT
1y '_\_x:‘k_'—li/ll,)c.‘.‘n. owas Curecstoed that the Sccoretory s

Trousury might neew 07T SeCus i‘i‘v f.].‘m‘a‘.xi {ree
witlh o :l.u‘d to vrivo s cidecting rate :

While this suspesting wirs concernoed i -
LONEe wWarnings on adiviauiag vessels,
that 1t could nevia:n ticater roests g
need to be appiica 3 T ovent intellioeace indormation
indicated the existcace o1 o more zconceTtil Crisns., :
Cooinuvrease woe mumaer of covharized
: LG, nawever, some oif the loncudage "
was amendced T0r 1o puimoses 01.' c.';ri{"iczition. "”};L' R E
Loaentald Unltou Srotes' o was intenaod to mean too 18 StoTes
SRR, bl e D'oj” rrment of Defeonue voare-
seatadtive no‘cc:u, ooveve o, that ot Secretary o) efonsce
Wakila Dave no 6D et on To incs gt o Alaska., G consider-
P THOSE POTES Wi 0 wodia be Soated from to o Chiaaee

noted taat oo Ghen.ng 00 new norts releted te
SpeCsic countioy e 0 was the coening ol dnaovidu

counties To Ginioioo s vrnved winion would be the deciding
Faoror noepening oocis g vhose countices., it -~ the in-
'«*‘_‘,i*x‘cicm of the e teeat o S5t and the Defenne Denart-
ment that as new oo ure oocs o up to dinsonatia
travel, aew ports - 0 e Goened cs o wells o Fines vy, tac
study Dy tne JCo - o oneasarn oL andand and Gorooat Loakes
nortd would be ox : To Tawe oo comsiderar con thoe
probien poscd by o0 ot inas on vhe use of the So0. Lo¢Ks
TO Lake Superior o Voliideoa st o vensceis, '
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J.ﬁ Decephisr 1966

SUBIT: Resctimme of (RR, OCY, and ONE to Depertmmmt of State
Preposals for Sesing Restrictions on the Botey of Boviet
sl Baet Rowpeas Cosmunist Ships mbe U8 Forts

1. A peeting of the Interdepariue . Heglonal Group o
mmmmwaﬁammmwMawwmm&
mwwmmammamimmmm
mmmawmmwmm ',—f@mmm”m
twry to drafting » IBAM on the subject.

Ba gency will be represenisd ot this neeting by
25X1A | | Gne purpose of this memow
raodun Ie o set Torth for The reacticns of eppropriate O5X1A
DB/I compoments to the Depertment of State gropossls.

) vs,_mmmmm in the latest revislon of the

. ™ mwmmimmmwﬁmmw
ports be subject to zesrch and surveillsnce on i
szesmmmgmmma
pendatory basils ss ut present, "except vwhen there
ammwwmugmmm

*t.gr demeey with regard to o specific ship ox

mszz-

b That the susber of U3 poris Boviet snd Tast Burop
mwmmmmmmmwmma
present 1imit of 12 specific ports vhen the ports to
be added eve sgreed upon by State snd Treasury alfter
commultation with the port security comdttes.

e. That Soviet and Best Boropean ships intending to call
at B2 ports be reguired to give notice seven rather
then thirty days prior to arrival as they are under
axisting reguiabions.

¥ Hosee proposals correspond ﬂy%ﬁhmﬂ:i&ﬁm
mmmmmmmx,wa nber 1966,
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Lo In its letest mesorandum on the subject the Department of
Yiate recorments that Moowe Holormack Lines which represents Sovied
shiipping interests in the U8 be informed of ey chenges in US poxt
security regulations as they ocour but that mo éfrect commmicstions
with the Soviet povermment he made. At the sane tioe it ls recos-
pended that Best Duropess countries be guletly notified of perti-
nent chansee in resulstions end that efforis be mede o win recipe
rocsl copcessions from then in other fields.

5. The position of spesking for OME, is that in
light of the Apency's spyralsal of doviet intentions, no ineressed
security risk for the U8 will result from the easing of port securlity
costrictions proy Ly the Depurtmsnt of State. Both

Aflc wmopontl Lol denrt Gih BurvelLlEnot vf snlfted from & man-
datory to & spot cheok basis. This is conscnsnt vith the messorag-
dun Twos the DD/Y to Thoumes Hughes »f0 IR, dated 5 Auguwst 1500,
andl with WIB-7-03% which etetes:

. CAlthemrh the Soviets ave ospable of intyoducing
maclesr veggons clandestinely into the U8, we
belisve that the limited afvantages of this course
of action vhen welghed soalopt the consequances of
possible detectism, wmaiw it unlikely thet the Sov-
tets will do so. However, there smwdt be complete
sagurEnce that the JBSE will mot stteept the clen- )
gestine introduction of mciser wesmpons into the U8,

G : wied by CER that ot the tine s B3AM 1o pre-
pared 1o frpl decigions of the ING on & relaxstion of
port security restrictions, procedures e sdogted to insure that
tighter restrictions will be spplied in the eveatof & new cob~
frontation vith the USER such as that which oceurred at the line
of the Cuben orisds.
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